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FOREWORD 


This thesis has been prepared as a review of the importation 
of oil by the United States with regard to effecte on the security 
and economy of the country. 

fhe author wishes to express hie appreciation to Professor 
Holbrook G, Boteet, Head of the Petroleum Engineering Department, 
University of Pittsburgh, for tie helpful suggestions as to reference 
material and the preparation of this thesis, 
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I, INTRODUCTION 
Ae The 011 Import Problem 


the quantity of of] imported into the United States is presently 
a matter of considerable concern to the United States petroleum and coal 
industries. in general, domestic of] producers claim that imported oil, 
chiefly from Venezuela, is supplanting rather than supplementing domestic 
production, with the result thet some oi] producing states have been forced 
by state laws to reduce allowable outputs to avoid overproduction, incentive 
to find new of] has been lessened, and conservation programs are threatened 
with destruction. likewise, the coal industry claime that imports of heavy 
fuel ollsa* are a cause of recent decreases of coal production in the United 
States; thus weakening an industry impertant to the economy of the nation. 
These factions, thorefore, advocate federal statutes to limit the quantity 
of o11 to be imported by the United States. 

O11, importing companies, on the other hand, telieve that restric~- 
ting oi] imports would result in detrimental effects on the United “tates 
and foreign oil producing countries' economies, weaken the position of the 
United States in a troubled world, and tend to raise the level of consumer 
fuel costs, 

From a national security viewpoint, most agree that an adequate 
domestic crude o11 preducing capacity must be maintained and that domestic 
supply must be supplemented & foreign of] supplies in order to wage war on 


* & vefined product of crude petrolews used chiefly as a source of 
industrial heat energy. 
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@ floval basie, ‘etimates by the Petroleum Administivation for war indicated 
that, in the four years iuomediately preceding World war Il, reserve crude oil 
producing capacity averaged about 1,000,000 barrele daily while actual produce 
tion was averaging 3,600,000 barrels daily.* 

O41 supplies cuteide the United States, developed by Americans, were 
highly important in both World Wars I and Ii, In World War 1 the availability 
of large quantities of Mexican crude ofl made it possible for the United 
States to mect the demand for fuel ol] for the allied navier and merchant 
ships, In World War II Venezuela wae an important supplier of of] for indus- 
try and for the allied armed forces, In later stages of the conflict, o11 
from the Middle dast wae « large part of the fuel used for operations in the 
Pacific, It io estimated” that at the height of the war, more than « third 
of the combined of] requiremente of the United Stetes and its allies for 
military and shipping neede were being met with oi] produced outside the 
United States. Without Caribbean and Middle East sources to draw on, the 
military requirements of the United "tates and ite allies fer oil could not 
have been met, 

Although it 1s generally agreed that adequate domestic reserves 
plus foreign supplies aust be available for national emergency, there in die- 
agreement as to the approach to this objective. ‘Sone believe that, since 
domestic production is the movt reliable source during an emergency, and 
United States proven reserves are not increasing in proportion to those of 
other nations, foreign o11 showld be utilised te the utmost during peacetine, 
saving dometic reserves for national emergency. Opponents of this appreach 
point out that available supplies of of] in the United States are greater 
than ever before and are still increasing rapidly because of increasing 
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exploration and market demand, and that excessive imports will lessen the mar- 
ket for domestic oil, resulting in lesa incentive for finding new oi] and the 
eventual deterioration of the United States petrolewn industry. 

Thus, the question of ofl imports is intimately associated with the 
economic welfare and security of tie United States and its relations with 
ether of1 producing nations, ‘The present trend to increased amounts of ine 
ported oi] makes it appropriate at this time to review the imports situation 
and ite implications both domestic and foreign. 
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be Purpose 


The purpose of thin paper is to review the oi] imports situation, 
past and present, in regard to the econamic welfare and security of the 
United States, and from this review to derive certain conclusions and recone 
mendations which appear to form the basis for a sound o11 import policy for 
the nation, 
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GC. Assumptions 


in thie discussion of oil imports, the following assuwaptions 
are mada: 

1. That of] is indiepensable to the economy and secur+ 

ity of the nation. 

2. That other sources of petroleum available in the 
United States such as oil shales, tar sands, natural 
gas, coal, end agriculture] products, while impor- 
tant as possible future sources of oi], are not 
presently economically feasible as substitutes fer 
naturally occurring erude cil produced under pre- 
sent technology. 

These asguaptions are considered realistic and are made for the 
purpose of simplifying this paper. 

Certainly no one can deny that petroleum has become an indispensable 
commodity to the progress and welfare of the United "tates. So one influence 
can be cited ae the most important cause of the rapid advancement of the 
United States but the wider use of mineral energy certainly has veen a pri- 
mary contributor. The importance of petroleum is portrayed by its ihereasing 
contribution to the shifting of man's burden to modern machines that are 
powered by petrolewn products. 

The degree of the importance of petroleum to our standard of living, 
to our position as a world leader, to our peacetime pursuits and to our mili-+- 
tary potential, is perhape greater than to any other nation. 

Petroleum is essential to the nation's peacetime welfare and in- 
Gispensable and vital to the nation's security, The experience of two world 
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wars shows that victory would have been impossible without adequate petroleun 
supplies. In recognising ite «rowing importance the Secretary of the Interior, 
in October, 1951, said: "iut, if another full-scale war should come, make 
no wistake about it, petrolewn will be more vital to victory than ever before 
in our history."? 

in addition to the reserves of natural petroleum in the United 
States, there are enormous deposits of oi] shales, tar sands, coal deposits, 
solid bitumen and vein deposits from witich liquid petrolewa products may be 
obtained, However, these sources of eupsliy we tepentnd largely wa com 
mies and in part on improved technology. While the magnitude of these 
potential resources constitutes a source of future supply, it is not considered 
that it affects the present day oi] import situation. 
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Tle REVIEW OF UNITED STATES OTL IMvoRTS 
Ae Bietory 


O42 has been imported inte, and exported from the United States 
@lmost since the beginning of the petrolow: industry in 1659, During mest 
of this time, exports have exceeded imports, sithough the nation was a net 
iaporter from 1926 through 19297. In 193 it returned again to being @ net 
exporter. then in 198, imports once sore were greater, a situetion which 
hes continued to date, Table I of Appendix I lists total United States 
experts, imports, acd net imports in barrele per aay for the years 19% 
through 1957, and including a 1953 estimate, These figures include both 
erude of] and refined products, the refined producte imported consisting 
principally of heevy fuel of], However, these figures do not include 
of] purchased and used abroad, 

Thies country isports o11 principally from the Western Nemiaphere 
ag indicested ty Table If of Appendix i, whieh lists United Stetes imports 
ty hemkephere for the years 1946 through 1952. In 1992, over G2 per cent 
of o11 imports were from the Western Hemisphere while in previous poate 
World Wer II yeare the percentages vere even higher. “oct of the of] in- 
ported from this heatephere is produced in Yenccusla, a countiay second only 
to the United States in of] production. in 1948, Venemuela, with an average 
production of 1,3h0,000 berrele por day, exported 1,181,000 berrels per day 
of which 03,000 barrels” were exported to the United Stetes representing 
%) per cent of United States “estern Hemiephare imports for thet year. in 
June, 195%, Yenesuela'ts procuction had risen to 1,924,699 berrels por day 
of which 1,320,700 barrels” wore exported, Sines Veneauela is the principal 
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country from which the United States imports oll, it le apparent that 
Liaitations or reductions in importe by this country would effeet the 
@i1 industry and ecomomy of Venezuela, 
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Be Import-txport Trends 


As indicated by fable 1 of Appendix 1, the United States has been 
a net importer of of] since 1948, The trend has beon toward increased im 
ports with a record amount of oi] entering the country in 1952 and an even 
greater net import predicted for 1953. 

In 1947, of] imports approximately equaled experts, ‘Since that 
time there has been a gradual lowering of export rates due to the develop~ 
ment of other countries' production and refinery facilities in areas that 
once Gepended upon the United States as « source of refined preducte, ‘fince 
that time United States of] gross imports have increased to the point that 
today they are more than twice the 197 level and over three and one-half 
times the 19h] level, 

The United States export market is gradually being whittled and 
the completion of a new pipeline into sastern Canmda late in 1953 will fur- 
ther reduce United States cuports since Canada ic ane of our principal ex- 
port markets, Thies new pipeline will distrisute Canada's western o11 to 
her eastern markete aud thus make the country more lixiependent. Likewise, 
the expansion of European and Ag@ian refinery installations has already made 
those areas less dependent upon supplies. ence, it appears that the gap 
between of] brought into the country and that shipped out will continue to 
widen for the foresecable future unless restrictions are placed on imports, 
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Til, FeTROLZUM RR OURCES 
A, World Trends 


worldwide proved reserves at the beginning of 1953 were pat at 
115,177, 701,000 barrels by World 011,° representing a gain of 13,5h0,720,000 
barrels or 13,3 per cent over a year previous, The increase in the 1992 
figure over the 1951 figure was 7.8 per cent: henes, the present trend:is to 
increasing worldwide reserves at an increased pce. 

the trend in proved reservee for principal of producing areas 
from 196 to 1953 18 illustrated below: 


Crude O11 Kenerves 
19601953! 

(HA lliens of Barrels) 
Middle East 27 61.6 128.2 
United States 20.0 29.0 27.9 
Vene suele 70 9.6 37.2 
Europe 8.8 76 (+) 13.6 
Far East 1.3 2.3 7700 


From the above chart it can be seen that the tinited States crude 
Gil reserve increases of 27,9 per cent lo congiderably lees than that of any 
other principal o11 producing area except Surope, whose reserves show a de~ 
crease of 13,6 per cent and are principally in the 0.5.5. The tremendous 
increase in Middle Kast reserves of 128.2 per cent above 1916 reeorves now 
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eredite tiie region with 53.5 per cent of the world's crude oil reserves, 
During the seme period the increase in United States reserves lagced Yene- 
wuela's which increased by 37.2 per cent. Thus, from a worldwide viewpoint, 
‘United States reserves ere not increasing a0 rapidly as other major areas, 
Although the reason for this relstive decline in the finding of new of] is 
probably the fact that the United States hes been exploring for and preduc- 
dng of2 on s commercial basie much longer than other areas, this situation 
existe and will probably continue. 

Table III of Appendix I liste the estimated reserves of the princi-~ 
pal producing areas of the world together with annual production and the 
ratio of reserves to anmal production, It is noted that the ratio ef 
reserves: to annual preduction in the United Stetes of 12,8 is lower than 
that of any other major producing area, the bigheet being the Middle Gast 
which hes a current ratio of 50,8 From these figures it would appear 
that the United States is using up ite reserves at a rapid pace since this 
ratio representa but 17,8 years of supply at present production rates; how- 
ever, this is not the case, Table IY of Appendix I Mote United States 
erude of] production versus proved crude of) reserves from 1737 to 1951, as 
well as the ratio of reserves to annual production for the same period, It 
ean be seen that the ratio hes remained fairly constant ranging from a low 
of 10,2 in 1937 te x high of 12.7 in 19h0. ‘Thus, the present ratio of 12.8, 
while low relative to other major of] producing regions, is ne eanuse for 
alarm, The Comnittee on 0411 and Gare Availability of the National Petroleum 
Couneil in its report of January 29, 1952 stated that® "available supplies 
ef oi] and gas in the United States and the world are greater than ever be- 
fore and are still increasing rapidly, Granted contimation of reasonable 
economic incentives ani adequate supplies of materials, crude o11 and 
natural gas may be counted upon to be evailable in abundance for the fere- 
secable future,” This statement ie borne out by the figures of Table IV, 
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Appendix i, which show that in 1937 the United Siates ratio of reserves to 
annual production wae 10,2 with annual production of 1,279,160,000 barrels, 
while in 1951 annual production had increased to 2,250,000,000 barrels and 
the ratio of reserves to production had increased to 11.3. lence, new re- 
serves have kept pace with increased production and indications are that they 
will continue to do 80, in the foreseeable future. 

Since the United States, Hiddle Haet, and Venezuela account for 
approximately 87 per cent of the world's reserves and $3 per cent of world 
production, these regions only, plus Canada, widch has given strong indica- 
tions of a rapid increase in reserves and production, are considered as 
significant in this discussion. 
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B. HKajor Petroleum Kegions 


1. United States 

As indicated by Table 111 of Appendix 1, the United States had a 
crude reserve of £9,020,601,000 barrels at the close of 1952, representing 
a not gain of 1,552,$70,000 barrels and 25.2 par cent of the world's total 
estimated reserves, In 1952, the United Siates produced 50.86 per cent of 
the total world production, or 2,262,26,000 barrels, which when added to 
the net gain in reserves for the year, means that during the year of 1952 
the United States accounted for 3,51,537,000 barrels of newly discovered 
ofl. 

Beyond the known oi] fields, the prospective area in the United 
States favorable to the existence of undiscovered deposits of oi] and gas 
ie vast. Thies prospective area ig about 100 times’ as large as the area of 
all the of] and gas fields found since oj] was discovered more than 90 years 
ALOs 


Concerning future projections of o11 production and capacity in the 


United tates, the Western Gemlephere Gil Study Committee of the independent 
Petroleum Association of America in ite report of October, 1952, stated 
that, 2° 


"Jor the past ten years the petroleum pro- 
duction trend in the United tates has been con- 
sistent. Preduction of crude oi] and natural 
gee liquids during this period increased from 
4,934,000 barvels daily to 6,713,000 in 1951. 
Thies represents an annual average increase of 
almost 300,000 barrele daily. 


"A projection of the trend of the past 10 
years indicates a production rate of about 
goog barrels daily in 1955 and 9,300,000 

nh . 
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"A projection of preduction, however, 
does not refleet any surplus or shut-in capa- 
city that may have been available, A projection 
of capacity, therefore, might provide a better 
indicator of future availability. In 19hé6, at 
the close of world *ar Jl, the induetry was 
produeiag 5,073,000 barrels daily which was at 


oy near ites capacity. The excess capacity at 

the beginning of the war had disappeared be<« 

cause of wartime reetrictions, Since that 

tine an excess capacity over and above the pro- 

duction rate had been built up, The Sational 

Petroleus Council] estimated that as of Jamary, 

1951, the total productive capacity had been 

expanded to 7,300,000 barrels dally, This re- 

presents an an annual average increase of about 

500,000 barrele daily. A projection of this 

fiveeyear trend of productive capacity indi- 

cates that in 1955 availability will be approxi- 

mately 9,600,000 barrels daily and in 1960 

about 12,905,099," 
Henee, the above projections indicate that in 1955 the United States will 
have @ surplus productive capacity of 1,750,000 barrels daily and 2,700,000 
barrels daily in 1960, These figures are significant in that they represent 
@ reserve productive capacity that would be utilized in the event of a major 
war, Without a reserve productive capacity, the nation might be faced with 
a petrolew: shortage crisis, should imports be cut off by submarine blockade 
or other methods, 

Charts 1 and 2 of Appendix Ii, taken from the Meport of the wectern 
Honisphere Of1 Study Committee of the Independent Petroleum Association of 
Ameriea, iliuetrate these projections of production and capacity respectively. 
it is noted that Chart 2 aleo presents the 19) estimate of the American 
Potrolew: Institute and that thie estimate hae already fallen short of actual 
productive capacity. Dependent of course on the contimetion of economic 
and physical factors which affect the availability of oil, such as an equi- 
table price for ofl and adequate drilling rates, the straight line projections 


shown on Charte 1 and 2, based on 19h6=1951 statistics, appear to be realistic. 
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The Petrolewm Administration for Defense and the Department of 
Defense have estinated that the additional domestic of2 production whieh would 
be needed in the event of a full. scale war would be ot lesst 1,000,000 barrels 
per day.42 
2. Vernesvela 

The estineted crude of] reserves of Veneguela at the beginning of 
1953 were § ,600,000,900 barrele, which represents 6.33 per cent of the world's 
proven reserves despite a decrease of 1,00 million barrels of proved reserves 
from the previous year, FEnown reserves of petrolewn in Vensruela as of the 
beginning of 1952 were estimated at 10 billion berrele os compared with seven 
vilidon barzele in 19h6, an inerease of hS per cent during that peried, about 
three billion barrels of oi] were produced during this period, making total 
additions to reserves about six billion barrels, or approximately two barrels 
for each barrel produced, "xploratory activity continues and several inpor~ 
tant discoveries have b#en wade in recent years, 

In World War Ii VYeneevela was on important supplier of oll fer in- 
dustry and for the allied armed forces, Early in the war many tankers 
exporting of were sunk by German submarines, Suterines surfaced in the 
harbor area in Aruba and Curacao and fired on the refinerics, Sventually, 
however, @ series of bases was established around the Caribbean from which 
anti-submarine forcee could operate most effectively, freeing tiie area of 
the sutmarine menace, 

In the event of a future war, there would probably be lessee; how- 
ever, in line with hemisphere defense, concerted efforts to keep the sea lance 
open would be made in all probebijity, Hence, Venesuela should be considered 
as a source of 031 to meat additional wartime requireuente, 
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3. Middle Kast 

As shown in Table Iii of Appendix I, the Middle East has estimated 
petroleum reserves amounting to 61,570 willion barrels which represents a 
gain of 9,745 million barrels over the Jamary 1, 1952 figure + an increase 
of 18,9 per cent. Fossessing over 53 per cent of the world's reserves, tiie 
| prolific region produced over 17 per cent of all the of2 produced in the 
world during 1952 at the phenomena) ratio of reserve to production of 80,8. 
Middle East figures are estimates of actually proved reserves, and do not 
make allowance for any indicated reserves witich would be a great deal larger. 
Hiddle Sest production has risen from 206,000 barrels per day in 1945 te 
2,003,000 varrels per day”* in 1952 and the trend ie still upward, ‘This area 
exports principally to Surope and Asia, 

in the event of another war it seems unlikely that of] would be ime 
ported by the United States from this area since losses to submarines would 
be great due to the length of supply routes, However, on a global war basia, 
this area could prove invaluable in the support of European and asian bases, 
le Canada 

Western Canada is one of the most active oil exploration areas in 
the world today, Proved reserves are estimated to be 1,750,000,000 barrels 
ag of January 1, 1953 and production in 195? amounted to 61,578,000 barrels. 
(See Yable III of Appendix I), Production in Canada har increased more 
rapidly than in any other ares in the Weetern Hemisphere, The following 
table reflects thie rapid growth from the yeare 19:7 through 1951: 
Canadian Crude 041, Preduction 


19 7=195125 
Year barrels per day 
1hT 21,000 
19h8 33,000 
Ighy 58,000 
1950 78,000 


1p$2 129,000 
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Canada now ranks fourth as a Weetern Hemisphere oi] producer follow- 
ing the United States, Venezuela, and Mexico, With almost a million square 
miles of potential producing land, Canada should eventually develop into one 
of the world's major producing regions and thus become an important supplier 
of of] for any future war. 
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IV, SFFACTIS OF OLL IMPORTS 
A. Om National Security 


Wational security requires a strong domestic petroleum industry 
with an adequate reserve productive capacity, plut access to foreign oil 
supplies. Speaking before the U.¢. Senate Special Committee to Investigate 
Petroleum Kesources on November 26, 1915, lialph *. Davies, Deputy Petroleum 
Administrator for war, stated that, 2 "A global war demands global produc- 
tion, global refining, and global distribution,” and, "Our Military, maritime, 
and domestic consumption, not including lend-lease or other supplies to our 
allies and others, was greater than our domestic production. Without foreign 
o4] and reverse Innd-lease we should have fallen short, before Ved Lay, of 
meeting our own home and overseas requirements." ilased upon this experience 
gained during World War Ii, it therefore appears logical that imported oi] 
should play an important part in a future war when both domestic and military 
requirements for ol] would exceed thove of World War Ii. If our defense were 
limited te ofl from within our own borders, our ability to conduct a war on 
& global basis would at best be severely handicapped. 

Maintenance of foreign sources of supply to meet the requirements 
of a national emergency depends to a considerable degree on keeping markets 
open to them, fience, a cutting off or drastic reduction of imports, with the 
result that these countries would have to seek markets in other parts of the 
world and possibly incur the lose of their good will and trust, might 
jeopardise the ability of the United States to obtain of] from these sources 


during an emergency. 
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Be On the Setional keonony 


The petrolewn iniuetry is one of the third or fourth largest induse 
tree in the United States; henee, should imported of] flood the country to 
the extent that domestie production is sertowly curtailed, the vitality of 
the domestic petrolow: industey would be destroyed, ansociated intustries 
would suffer, and the general economy of the country would be shaken. Maky 
etates are primarily dependent on ol] for e healthy economy, in this country's 
27 ell«producing states, alanet §6,000,000,000 worth of of] was predused in 
2982." in 27 of these olleproducing states, petrolews is one of the top 
theese minerals, 1% is, therefore, obvious that esonemie health of these 
states is dependent upon the health of the domestic of] imiugtry. 

In addition, any damage to the domestie petroleus Ladustry would 
be direstiy reflected in ths sconomy of industrics which supply and service 
the petrolew industry, 6 triwf listing ef these associated imiusgtries 
would include railreade end other carrisre which transport oi], banks, whieh 
supply werking capital to the industry, seehine shops, cump nonufseturers, 
tool companice and the stecl intustry, These and other industries and oceupa~ 
tiens would be direetly affected by « serious curtailment of domestic of] 
operationge 

MMreet effects of exessive unregulated of] importa on the domestic 
o41 industry would inelude: 

le Curtailment of stripser well end sesondary recovery 

production, since these methods of production are 
relatively expensive, and the ofl produced therefrom 
would net be competitive with cheaper foreign oils 
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2. eduction of exploration and drilling for new 
oil because of higher coste and a prombly uncompetitive 
market price for produced oil, with the result that 
the indwtry would be unable to supply the volume of 
of] necessary for support of our expanding econemy and 
defense program. 

3. eduction of the country's proved reserves by concen« 
trating preductioan in naturally flowing o11 Melds 
without the addition of new discoveries, 

ke Damage to state conservation programs, since proper 
levels for domestic production cannot ve determined 
unless import levels are known in advance, 

The coal industry feels that increased imports of heavy fuel oils 
contributed te the decrease in coal production of 70 million tons in 1957 in 
relation to 1951. However, 10 million tons of the decrease was due to de- 
creased exports and another 10 million tons to inventory changes resulting 
in @ met decresse of 50 million tons which might be the result of heavy fuel 
o1l imports. In this same period heavy fuel oi] imports increased ty the 
equivalent of but three million tone’® ef coal, an increase which was entirely 
offset by a decline of domestic heavy fue] oil production. ilence, the claim 
that heavy fuel o11 importe resulted in a decline in coal production in 
1952 appears to be without foundation, 

On the other hand, curtailment or drastic reductions of oil] imports 
could adversely affect the economy of the country in the following ways: 

1. Hamper fuel supplies to the armed forces. 

2. dInjure United States tusiness, labor and agriculture 

by diminishing the ability of other countries to buy 
American goods, 
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3« Tend to raise the general level of fuel costes to 
consumers and, therefore, the cost of many goods to 
the consuming public, 

h. Destroy the vigorous, competitive attitude of the 
domestic oil industry by protecting it from com- 


petition. 
The President's Material Policy Commission in its reperte on 
natural resources issued in June, 1957, said:=! 


"fhe energy economy of the United Stater has 
prespered om the basis of wing the cheapest 
available fuels and can prosper most in the future 
if our import policy continues to permit consumers 
to have access to the lowest coat sources convis~ 
tent with security. Geological and economic condi- 
tions throughout the world favor an increasing 
reliance on imports to meet a considerable part 
of the future growth of United States consumption, 
even though United States production of oil] can 
also be expected to continue to grow, Consumption 
is expected to increase more rapidly than produe- 
tion, 80 ae to leave room both for increasing 
importe and a healthy demeatic of] industry." 
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C. Ym Obher Countries 


Countries exporting to the United States would be directly affected 
by legislation or other methods of reducing oil importe into the United “tates. 
Some of the effects of such restrictions are that they would ber 

1. Contrary to thie country's efforts to reduce foreign 

aid. 

?. Contrary to this country's efforts to build up the 
“free world" econemiec strength through the reduce 
tion of trade barriers, 

3. Disturbing to friendly nations and thereby impair 
United States prestige and leadership. 

h, Damaging to the economy of oil producing countries, 

Since Venesuela is the largest source of United “tates imports, and 
the second largest oil producing country in the world, the economy of that 
country would be seriously impaired by drastic United States import reduc- 
tions. | 

A limitation on fuel of] imports to five per cenit of the preceding 
quarterly domestic demand has been proposed in more than a score of bills 
introduced to Congress. This limitation would force shipments back fron 
about 351,000 barrels daily to about 77,000 barrels daily, the reduction 
amounting to about 27),000 barrels, ‘The Aruba and Curacao refineries operate 
almost entirely on Venezuelan cil and, in terms of crude runs, the 27),,000 
barrels daily of heavy fuel oi] requires the processing of nearly 160,000 
varrels of erude,1® 

A production cut of the magnitude anticipated would seriously de-~ 
press the oi] industry of Venesuela, and the economic effects would in turn 
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promote political upheaval, The threat of import restrictions has sroused 
hostility to the United States and there is talk of reorienting Venesuela's 
economy toward Europe, 
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V¥. SUMMARY AND CONCI.IS10NS 


What the oi] import policy of the United States should be presents 
a very complex problem, 011 imports have economle and security implications 
both national and international, Gn the one hand, too large an import volume 
may damage the domestic petroleum industry to the extent that the national 
security of the nation would be in jeopardy, On the other hand, too small a 
volume could damage the economies of other nations, impair international 
trade and relations, and raise consumer costs in the United States. 

The point at which imported o1] commences to supplant rather than 
supplement domestic production is a useful index; however, it cannot be 
readily established, To some, this point is reached when the price of don- 
estic crude drops. To others, this point hag been reached when the rate of 
drilling decreases or domestic o11 production is shutein for want of a market, 

Arguments based on premises of national ssowity and economic wel-e 
fare supporting a high volume of oi] imports are basically the same as those 
used to further the position that domestic production should supply United 
States markets to the greatest extent possible. For example, importing com- 
panies can argue that the government urged them to develop worldwide petroleum 
retources in the interest of national security and that they must realise a 
reasonable profit from these investments in order to develop reserves, Like« 
wise, domestic producers argue that they must realize a reasonable profit 
from production in order te provide funds for further expansion and the 
generation of greater domestic reserves in the interest of national security. 

Based upon the review of of] importe presented in this paper, the 
following is concluded: 

1. The United States hes been a net importer of oi} 
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Te 


since 1918, the trend has been to increased 
amounts of imports, and the gap between exports 
and imperte will continue to widen in the future, 
United States and worldwide o11 production hag 
been steadily inereaeing anc will probably cone 
tinue te do so, 

A vigorous, expanding domestic 011 industry with 
an adequate reserve producing capacity is eesen- 
tial te the national security and economy, 
Without oi] imperte, domestic oil fields would 
have to be produced at or near maximum efficient 
rates to meet domestic demand, thereby diminish 
ing the reserve producing capacity of the country 
to meet emergency needs, lcwever, a reserve pro<~ 
ducing capacity must be Meured over and above 
the import rate, a# importe may be, at least 
temporarily, cut off in an emergency, 

Inperted ail has played an important part in the 
last two world wars and would also be vital to 
vietery in a future global war, 

the fact that domestic of] production has been 
steadily growling over = long period, at the same 
time thai imports have also been rising, indi- 


cates that imports actually have been supplementing 


rather than supplanting domestic production. 

C41 imports have not seriously affeeted the dom 

eatic petrolews incustry in its continuing search 
for new cil and increased productive capacity in 

the interest of national security. 
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The o11 import policy of the United States should 
take into consideration not only the interests of 
the domestic potrolewn industry, but the effecte 
of import limitations on the economy of other 
countries, on international trade in general, and 
on the domestic of] consumer at well, 
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VI. SSCOMENDATIONS 


| In considering what the of] import policy of the United States 
should be, one must take into account the national security, economic 
factors, both domestic and foreign, and the interests of the domestic con- 
sumer. ‘These have all been considered in making the following recommendations: 
le Thet cil importe not be limited by legislative 
action until such tins that it can be definitely 
established that importe are impairing the domer- 
tic petroleum industry to the point that an adecuate 
reserve producing capacity and the growth of the 
industry are being jeopardized, 
2. “Should import restrictione become necessary under 
the circumstances montioned in (1) above, the maxi« 
mum import rates possible should be permitted, 
3. That tariff rates be adjusted ac a means of protect- 
ing the domestic o11 industry before attempts are 
made to limit of] imports by legislative action. 
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APPENDIX 1 
Table I 


Total United States G11 Exports-Imports 
1936~1952" 
(Daily Average + All Figures in barrels) 


year Exports dmports, Net imports 

1937 i732600 rego (=; 
o. > - r} 

+00 1k6 , 800 (#) 362,000 

1939 517,700 161,800 (#) 356,900 

190 9500 228, 800 («) 127,700 

19h1 298,200 266,200 («) 32,000 

ighe »300 98 , 500 (+) 222,800 

193 410,800 173, 790 (+) 237,100 

19kb 567,200 252,200 (+) 315,000 

19b5 $01,300 311,200 (#) 190,100 
19h6 419,500 377,209 {+ Lz Py 
367,400 51,000 (+) 1h6, 

327, 615,400 (+) 318,300 

1950 ’ 850,000 (+) SkS,100 

3, »100 (+) 26,000 

1952 420, 700 953,400 (+) 532,700 

1953 Estimate 353,400 1,038,400 (+) 85,000 


Source: U, 5. Bureau of Nines, except 1952 includes estimate for 
November and Lecember 


Tyorld O11, pe 67, (February 15, 1953). 
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APPENDIX i 


Table Ii 


United States Total O11 Imports by Hemisphere 


16-1952" 
(Daily Average - Figures in Thousands of berrele/Vay) 

Bastern Woetern & western Hemisphere 
Tear, Henis phere . Total — <a 
Ihé 0 37? 377 100,09 
19h? 8 428 436 98.2 
19h8 67 bhi7 51, 67.2 
1ph9 102 53 645 Bhd 
1950 116 734 850 S6.h 
1951 107 737 Gly 8743 
1952 171 787 958 62.2 


Sourcer U, 5. Department of Commerce 


facie , wens ba 5 
nora Rwy oor 


31. 


APY SRDIZ 1 
Table Lil 


Retimated World Crude O11 Keserves and 
Annual Production? 
(Thousands of Barrels) 


Continent or Harrels of 
—Sountry _ dane, 1953 World  _1952  _World Production 
Worth America § 32,473,101 28.19 2,402,761  5h.02 13.5 


Canada 1,750,000 1,52 61,578 1,38 26h 
United States 29,020,601 25.20 2,262,269 50,86 12.8 
South america 10,995,000 9.55 762,310 171k Lieb 
Venezuela 9,600,000 68.33 656,045 1L.75 1.6 
Europe 7,635,000 6,63 386,810 8.70 19.7 
Usi 6 oll 6,500,000 Se6k 322,200 7201 20.9 
Africa 214,000 0.18 17,531 0.39 1242 
Hiddle East 61,570,000  53.h6 762,207 17h 80.8 
Far Zast 2,290,500 1,99 116,377 2,62 1967 


World Total 125,177, 702 


Tyorld oh, Pe 265, (Webruary 15, 1953). 
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United States Crude O11 Production and Proved ‘eserves 


APPENOEA Z 


Table IV 


ON. 
Year (Thousand Uarsels) 
1937 1,279,160 
1938 1,21h, 355 
19 192611496 
910 1, 353, 22h 
he 86 645 
’ 
~~ 1,505,613 
1,677,90k 
195 1,713,695 
ighé 1, 733,939 
19h? 1,856,98 
1918 2,020,165 
me on 8h5 
1952 +250, 0¢ 


#* Bureau of Mines 


*% American Petroleum Institute 


Trretroleun Productive Capacity", National Petroloun Counet, 


De Le, { January 29, 1952). 
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UNITED STATES PETROLEUM PRODUCTION 


( Crude Petroleum ond Notural Gas Liquids) 
econ Borreis Doily Thousand Borrels Daily 


Straight-Line 
Projection of 
1942-1951 Trend 


UNITED STATES PETROLEUM PRODUCTIVE’ CAPACITY 


( Crude Petroleum and Natural Gas Liquids ) 


Thousond Borreis Dolly Thousand aaed Daity 
fe] 


1952 Estimate 


— of Capacity by 
NPC Committee 


fae | Stroight-Line : 
Projection of Pa 
1946-51 Trend 
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